University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

2-11-1988

Notes On Capital Outflow From Developing
Nations To I.m.f. & World Bank
John Neagle

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Neagle, John. "Notes On Capital Outflow From Developing Nations To I.m.f. & World Bank." (1988).
https://digitalrepository.unm.edu/notisur/1264

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 075403
ISSN: 1060-4189

Notes On Capital Outflow From Developing Nations To
I.m.f. &amp; World Bank
by John Neagle
Category/Department: General
Published: Thursday, February 11, 1988
At present, the Third World's foreign debt totals over $1 trillion, and is growing at about $40 billion
per year. Meanwhile, net lending by the world's largest multilateral lending institutions, the World
Bank and the International Monetary Fund, has dropped to record low levels in recent years. Net
lending in all developing nations by the World Bank dropped from $3 billion in 1985 to $532 million
in 1986, and $398 million in 1987. The net figure is the difference between total new loans and Third
World interest and principal payments. [If repayments from wealthy nations such as Japan and
Finland are included, in 1987 the World Bank experienced a net inflow of $350 million.] Since 1985,
the has been a net importer of funds from the developing world. In 1987, the IMF's net inflow was
$8.6 billion, compared to $5.5 billion in 1986. In contrast, the IMF loaned out $560 million more than
it received in loan repayments in 1985. However, in that year the IMF was also a net importer of
capital from the Third World given the $3.1 billion it received in interest payments on outstanding
loans. When figures are combined, they show that the two institutions arguably made a small net
financial contribution to the Third World in 1985. Since then, they have ranked as large-scale capital
importers from the developing world. Prof. Peter Kenon of Princeton University, an authority on the
IMF, says that much of the repayment activity in recent years resulted from developing countries'
refusal to implement economic reforms the IMF tried to impose as a condition for rolling over
earlier loans and decided to repay instead. According to its annual report published recently, the
World Bank said that developing nations experienced a NET capital OUTFLOW of $85 billion since
1982. The net outflow was the result of rising debt payment charges, capital flight and the failure of
private banks to continue lending. During the previous five-year period, the Third World realized
a total capital inflow of $140 billion. Given the dearth of capital resources for investment, the net
outflow in recent years has exacerbated economic stagnation and declining standards of living. The
World Bank plans to increase lending to the Third World. In coming weeks the Bank's member
nations are expected to agree to increase its $923 billion in capital by about $70 billion. The capital
increase would reportedly permit the Bank to expand new lending from about $15 billion in 1988 to
over $20 billion in the early 1990s. The IMF also plans to step up its lending activities to the Third
World. IMF managing director Michel Camdessus managed to raise in December $8 billion from
advanced capitalist countries. He said the Fund plans to lend this money on 10-year terms at low
interest to the world's poorest countries, on the condition they follow the Fund's economic policy
recommendations. This mechanism is known as the Enhanced Structural Adjustment Facility,
and will enable the IMF to replace the loans these nations are now repaying with longer-term
and less costly credits. The Fund has also announced that it is attempting to make its loans less
onerous to selected countries whose governments frequently are not enthusiastic to implement IMF
recommendations. (Basic data from New York Times, 02/11/88)
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